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Estate Planning sponsored by the 
University of Miami School of Law. 
The final paper will appear in Vol- 
ume 30 of the University of Miami 
School of Law - Philip E. Heckerling 
Institute on Estate Planning pub- 
lished by Matthew Bender & Compa- 
ny, Inc. This article is printed with 


the permission of the University of 


Miami. 

The authors acknowledge with 
thanks the assistance of Victoria S. 
Windell of Moore & Van Allen, PLLC 
in the preparation of this article. 


End Notes 

. Someone is always labeled as the “primary 
beneficiary” of each discretionary trust (see 
Sec. 1.1 of sample provision of Reforma- 
tion by Exercise of Independent Trustee 
Distribution Discretion herein). 

. Secs. 4.1 and 4.2 contain provisions re- 
garding the irrevocability of the trust by 
the settlor and the restrictions on trustees 
to avoid adverse tax consequences. 

. Article 3 contains the provisions relating to 
the resignation, incapacity, removal, and 
appointment of trustees. 

. This provision permits post-primary benefi- 
ciary date of death (i) exercises of power 
of appointment and (ii) independent 
trustee discretionary “sprinkle” distribu- 
tions (e.g., in either case, to persons who 
were unborn or under age 21 when the 
trust accumulated income) that occur in 
the calendar (taxable) year of death so that 


the UNI (and current year DNI) can be 
“cleaned out” and thereby avoid throw- 
back consequences when the trust acutely 
terminates at the end of the first quarter of 
the following calendar (taxable) year. 


5. “Independent trustee” is defined as a bank 


or trust company or an individual who is 
neither a donor or beneficiary or related to 
or subordinate to a donor or beneficiary 
within the meaning of IRC Sec. 672(c). 

. Secs. 6.2 and 6.3 authorize the trustees to 
Own properties and companies in common 
with others and to operate businesses and 
create entities. 

. Sec. 7.12 gives the trustee discretion with 
respect to allocations, transfers, and distri- 
butions (e.g., to satisfy fractional shares 
non pro rata on the basis of reasonably de- 
termined market values). 
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Life insurance from page 70 


tage of insurance contract tax ad- 
vantage number three - tax-free 
“basis first” withdrawals of cash. 
Withdrawals are not permitted from 
whole life contracts; policy cash 
values are accessed by policy loans 
or surrenders. 

If a consumer needs life insur- 
ance protection today, the question 
to be asked is not what type do 
you want, but how do you want to 
pay for it? Here is the best answer I 
know to that question. 

“You may pay for life insurance 
in two ways. You may purchase 
off-the-shelf, retail, yearly renew- 
able term life insurance and pay for 
it with your after-tax income, or 
you may place investment funds 
with the insurance company, funds 
in excess of what is required for the 
yearly renewable term insurance. 
The insurance company will invest 
those extra funds on your behalf 
and earn a return which will not be 
subject to income tax. The insur- 
ance company will then use a por- 
tion or all of this return to pay the 
annual mortality and expense 
charges required by your life insur- 
ance contract every year.” ¢ 


End Note 


1. The New Life Insurance Investment Advi- 
sor, 1994, by Ben G. Baldwin, page 19. 
This book provides a well written analysis 
of modern life insurance products and ex- 
plains the maximum funding theory. 


Who will care for them when their 


owners have passed away? 


NORTH SHORE ANIMAL LEAGUE'S 
“SURVIVING PET CARE PROGRAM” WILL, 


For information on how your clients can 
guarantee care for their pets in their estate 
plan, please call or write Mike Kreuzer, 


Director of Gift Planning at: 


North Shore Animal League : | 


Lewyt Street 
Port Washington, NY 11050 


(516) 883-7682 





